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Real estate activity in the principal cities of 

REAL ESTATE ACTIVITY the United States for May was 86.6 per cent above 

the long-term normal as computed for our chart. 

This compares with a final figure for April of 85.1 per cent above normal, and 


a figure for March of 83.8 per cent above normal. April was the first month 
which did not show a sizable percentage increase over the preceding month; in 
fact, the increase amounted to only 1.3 per cent. Again in May the increase 


over April amounted to only 1.5 per cent. After the very rapid rises which 
were the rule in the last part of 1945 and the early part of 1946, these fig- 
ures would indicate that in most cities real estate activity has levaled off 
and, while it is still continuing high, it is no longer making the spectacular 
gains which were current a short time ago. 


€ It was to be expected that real estate activity would necessarily level 
off very shortly as it had gone to such tremendous heights that little further 
gain could be expected. In comparison with the past, real estate activity at 
the present is approximately twice the ievel of the peak of the boom of the 
twenties and it is one-third higher than the peak of the boom of the early 
nineteen hundreds. 


It is quite probable that real estate activity may sink slightly during 
the coming months and then move sideways for a while with no pronounced trend 
in either direction. It is quite surprising that real estate activity has 
stayed as high as it has this spring in view of the strike difficulties in 
cities scattered throughout the United States. According to the charts in 
this month's issue of The Real Estate Analyst, out of 93 major cities, 39 in 
March had less manufacturing employment than they had in 1937 and in a few 
cities the amount of manufacturing employment was 40 or more per cent below 
the 1937 level. Figures are not yet available for April on manufacturing em- 
ployment but, as the coal strike took place in April and the railroad strike 
started on May 23, the chances are that manufacturing employment showed a 
relatively poor picture in April and May. This has undoubtedly affected the 
transfer of real estate. If strike difficulties are now over, it seems that 
in spite of the relatively high level real estate transfers have been main- 
taining,no very large drop can be expected in the relatively near future. 


In spite of the fact that there are relatively few 
REAL ESTATE MORTGAGES large mortgages being made, real estate mortgage 
activity as computed on our chart has risen to a 

point 25.4 per cent above the long-term computed normal. This compares with a 
figure for April of 20.4 and for May of a year ago 26.8 per cent below normal. 
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BUILDING COSTS OF A STANDARD SIX ROOM 
FRAME RESIDENCE BUILT IN SAINT LOUIS 


osts are grouped into four classifications of material, four f 4abor and nections, valves and radiation. 


three of overhead. A further breakdown of these groups is given in detail (7) Plumbing: S011 pipes and connections, stack,water pipe and connec- 
below. Columns of the table are numbered, and a brief description of the tions, lead oakum and bathroom fixtures; hot water heater and tank to be 
items included in each is given in the paragraphs below Paragraphs are furnished by others. 

numbered to correspond with the columns described. Building material costs Group D 

are indicated by the letter M; corresponding 18bOr items, in red by the (8) Sheet Metal: 


Galv. iron (present) gutters, downspouts, flashing. 
letter L. 


(9) Electrical Work: Main switch, BX cable, switch boxes, receptacles, 
"No labor items are shown in Column 10, Building Hardware,as they have al transformer, etc. No fixtures included. 
ready been included in Column 5, Millwork. (10) Nails and Hardware: Common and wire nails,bolts, damper,ash doors, 
finish hardvare. 
Group A (11) Painting: White lead, linseed oil, turpentine. 
(1) Masonry: fement, sand, gravel, quick lime,hydrated lime, hard wall (12) Miscellaneous: Metal and wood laths, corner bead, insulation. 
plaster, face and common brick, fire brick, flue lining Total Material and Labor Costs 
(2) Tile Work: 4 x 4é wall tile, ceramic floor tile, Group E 
jroup B (13) Overhead and profit of subcontractors in plastering, metal work, 
(3) Unfinished Lumber: Columns, beams, floor ané ceiling ists, inte heating, plumbing, electrical work and tile work. 
rior and exterior studs, rafters, bracing, etc. (14) General contractor's profit. 
(4) Finished Lumber: Sub-flooring, sheathing, beveled siding, finished (15) Missouri sales tax (now 2% on materials), old age and unemployment 
floors, asphalt shingle roofing, roofing felt, tar paper, shutters, et tax (Federal and State), liability and employees' compensation insurance, 
(5) Millwork: Windows, doors, trim, kitchen cabinet, stairs fire and tornado insurance, completion bond. 
jroup C (16) Total overhead, profit and other costs. 
(6) Heating: Boiler, insulating jackets, fittings, t $3, pipes, con TOTAL CONSTRUCTION COST 


, 


GROUP A GROUP B GROUP C GROUP D 








YEAR (1) (2) (3) (4) é (¢ 8 (9) (10)} (11) Totai (13) 
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1916}} 366 24 224 108) 438 145) 363 203 144) 3 2155 52] B]22 69 2250 1205]) 295 ° 2l] 4267 
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1920} 742 28 607 183)1189 243 |1030 05 184) 372 33 «2 143 | 36 ; 211 4713 1695]) 366 2 7678 
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Real estate mortgage activity will continue to increase as it is the result of 
two causes - first, new building which in almost every case results in a mort- 
gage; and second, the refinancing of existing buildings generally following 
transfers. The present very heavy transfers coming at a time when new build- 
ing is gradually getting under way should increase mortgage activity by a siz- 
able amount. 


Our preliminary figure for foreclosures for the 

FORECLOSURES month of May is 4.0 foreclosures per hundred thou- 

sand families. This is not greatly different from 

the rate which has continued during 1944, 1945 and the first half of 1946. 

For the period it represents the lowest level ever reached and a level which 

cannot continue indefinitely. When it starts to rise, it will rise gradually 

at first as this has been the experience in all preceding periods. It will 

reach a warning level long before a general collapse in real estate and busi- 

ness activity in the United States. It will not be affected, however, by a 

minor collapse in business, even though this collapse should go to the propor- 

tions of the short depression of 1920 and 1921. Only major depressions with 

their readjustments in the general price level cause foreclosures to rise rap- 
idly. 


In the month of April, the last month for which 


NEW BUILDING building figures are available, new building was 
being started at an annual rate of 14.3 new family 
accommodations for each 1,000 families. This includes all nonfarm building in 


the United States. It represents a 180 per cent increase over the same month 
of a year ago. In the year ending with April, 412,500 new dwelling units were 
started in all nonfarm areas of the United States in comparison with 155,700 
started in the year ending in April 1945. 


The cost of building our six-room standard frame 

BUILDING COSTS residence in St. Louis on June 15 was $10,118. 

This is an increase of $229 over the May 15 fig- 

ure of $9,889. This last rise is due to an increase in carpenters' wages, a 

slight increase in some heating, plumbing and electrical materials, a 6¢ 

per ton increase in sand and gravel and a slight increase in brick, nails, 

turpentine and linseed oil. The cost for June is 70.6 per cent above the cost 
in 1939 at the beginning of the war in Europe. 


It seems that building costs will advance still further and have not yet 
reached the peak. We believe that the highest cost will be reached some time 
in 1947. We doubt very seriously whether it can be reached this year. It 
also seems that the percentage of increase in building costs from the begin- 
ning of the war to the peak in the postwar period will be greater than the 
corresponding increase which accompanied and followed the First World War. 
This would indicate that the cost of building our house would pass $11,800. 


As indicated in our reports during the last few 

RENTS months, no relief is in sight for the owners of 

residential properties insofar as a modification 

of rent control is concerned. Neither the House nor the Senate was willing to 

touch the present rent control situation and it seems probable that little can 

be done until after the next election, if anything can be done then. Rent 
control is one of the most difficult of all government controls to eliminate. 
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The rents on commercial buildings in those communities in which they are 
not frozen are still rising. Reports from major cities in the United States 
and Canada, compiled by the National Association of Building Owners and Mana- 
gers, would indicate that at the present time only three quarters of one per 
cent of the rentable area is vacant. There is little chance of building new 
office buildings in any quantity during the next few years as office building 
rents at the present time are not high enough to support new construction. 
Only after they rise by a sizable percentage can we expect the present short- 


age to be relieved, unless the Federal government will drastically contract 
its space requirements. 


Business activity has continued to follow a rather 


BUSINESS ACTIVITY erratic course due to the tremendous number of 
strikes and work stoppages. The current issue of 
The Real Estate Analyst charts manufacturing employment in all principal cit- 
ies of the United States, and from these charts will be seen the very serious 
nature of the interruptions in production which occurred in the first quarter 
of this year. Probably production of five billion dollars or more has been 
delayed and prevented in such a fashion that it cannot be recovered during 
1946. If we can expect a reasonable amount of labor peace during the balance 
of the year, business should be extremely good. In most lines a seller's mar- 
ket will continue through the year. 


We believe that the propaganda coming out of Wash- 


GENERAL PRICE LEVEL ington regarding the rapid price rises due to the 
llimitations of the OPA has little basis in fact. 

It seems to us that the price level would have risen had we kept the OPA in- 
tact, but will probably rise by a smaller percentage during 1946 and 1947 with 
the OPA restricted. The OPA, in our opinion, has been highly inflationary by 


hampering production, forcing many persons to sell through the black market or 
quit. It seems to us that a 10 or 15 per cent increase in general prices is 
about all that can be expected in spite of the Administration's statements 
that the curtailing of the OPA will result in increases of 50 per cent or 


more. 
The drop in the market in the last week was one of 
STOCK MARKET the worst drops the market has experienced in 
about nine years since the beginning of the de- 
pression of 1937 and 1938. If similar drops in the market persist during the 


next week or two it will probably mean that the market is forecasting a reces- 
sion in general business. This would be the primary postwar depression simi- 
lar, to some extent, to the 1920 and 1921 depression. We rather doubt whether 
a depression of this sort will develop in 1946, as it seems to us that there 


are still too many unfilled demands with sufficient purchasing power to keep 
business on an active plane. It would not surprise us greatly if some sort of 
a readjustment came during 1947. In our opinion, the next recession in busi- 
ness will not be unusually severe nor unusually long. We believe that a major 


depression will occur but we think that it is still many years in the future. 
If this be true, persons buying for the long pull should still use recessions 
in the market to accumulate first-class equities. 
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